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MEMORANDUM FOR:  See Distribution

FROM: . | |
STATINTL OIfice of Legislative Counsel

- SUBJECT: H.R. 10691, the International Developrent Cooperation Act

Tracey Cole, of OMB, informed me late Friday afternoon that she had
inadvertently forgotten to ask CIA for its comments on H.R. 10691, the
International Development Cooperation Act of 1978, which would make major
changes in the foreign economic aid program. Although she apologized
for the oversight, she asked that we hand in our comments by COB
10 March 1978. (This is what is known as chutzpah.) I would appreciate
having your comments by COB 9 March 1978. Based on my quick review of
the bill, the following Commants regarding several troubling sections
may be helpful: '

1. Section 792 on page 160 would repeal the Foreign Assistance
Act of 1961, but not as amended. Since the corpanion bill in the Senate,
S. 2420, repeals the Act as amended, we believe the omission in the House
version was unintentionall In effect then, the draft legislation would
appear to repeal the Hughes-Ryan amendment (section 662). The question
is, do we engage in any of the activities or programs covered by the bill?
In other words, if a provision of this bill constitutes the sole authority--
by its specific language--for a certain activity, and if we engage in such -C)L"
activity, then we would seem to fall within any reporting or possibly :
other requirements applicable to that activity. Also, if we engage in a part-
icular activity authorized in this legislation, and if we would Treport it
now except for the confidential nature of the activity, then arguably we
would be subject to applicable requirements made applicable by this bill.
Most of the specific provisions in the bill, however, are couched in terms
of activities pursuant "to this Act’ without mandating that such activity
or activities may be conducted only under authority of this Act. '

2. Section 781(a)(3), however, requires that an _annual-report bs
made to Congress covering the status of each loan of’each sale of defense
articles made under this Act or any other Act authorizing international
security assistance. What problems do you foresee with this provision?
Please review other provisions and advise if Agency activities fall
within their purview.

oL~
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IN THE HOUSE OF REPRESENTATIVES

FeBruary 1,1978

Mr. Zasrockr (for himself, Mr. Fascerr, Mr. Fraser, Mr. Hasrrrow, Mr.
Hanrixeron, Mr. Fryprey, and Mr. Winy) introduced the following bill;
~ which was referred to the Committee on International Relations

KA 3 . .
A BILL
To promote the foreign policy, security, and genel'al welfare of
the United States by assisting peoples of the world in their
efforts toward economic development by -establishing the
- International Development Cooperation EA‘dminish'ati)c')m,'and

for other purposes.

1 Be 1t enacted by the Senate and House of R-Zep;ésentao
2 tives of the Umted States of America in Congress assembled, M
3 That this Act, together with the following table of contents,”
4 may be cited as the “International Development Coopera-

5 tion Actof 1978
TABLIY OF CONTENTS
CHAPTER I—POLACY

See. 101. General policy.
See. 102, Development assistance policy.
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1 sent of the Senate. Iach Assistant Admini:\'tmtof shall be 1
9 compensated at the rate provided for at level I\ of the Ex- 9

3 ecutive Schedule under section 3315 of title 5, United States 3
4 Code. The Administrator shall designate the order in which | 4
5 the Assistant Administrators and other officials shall act for 5 .
6 -and perform the functions of the Administrator during the G

7 “absence or d.is&biiity of §h¢ Admimistrator, Deputy Admii- 7

8 istrator, and Associate Administrator or in the event of S

9 vacancles in any of those offices. _ - | 9 i
10 Sec. 702. GOORDINACL’IO;\;;——(;l) The President shall | 10 f
11 establish a Deve]opm_eﬁt: Coordination Committee which 111
12 shall advise him with respect to coordination of United States 192 |
13 policies and programs :lﬂ'ccting the development of the de- 13 ¢
14 veloping countries, including programs of hilateral and | 14 1_-,(:
15 multilateral dei’elopment assistance. The Committee shall | 15 .DG‘é
16 include the Administrator as Cl.l'ai'rman, and representatives 16 th,
17 of the Departments of State, Treasury, Commerce;, Agri- ’ 17 ligl
18 " culture, and Labor, the Executive Office of the President, | 18 il
,19‘ and other executive departments and agencies, as the Presi- 19

20 - dent shall designate. 2 R ' 90 tor,

21 (b) Nothing contained in this Act shall be construed 91 ent!

22 to infringe upon the powers or functions of the Secretary of 99 heldl

23 State. 23 A

N SEC. 703(‘;)3111\*15'_0121\1‘1&713 PROVISIONS.— ﬂl To the 91 dure
>+ <« <Approved F lease 2002/08/28 : CIA-RDP92-004 00300040013-5
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o
shall 1o " § 1 trané‘grcd by this Act, the ;\dministrx" or any officer or
Cthe Iy 9 employee of the Administrator may exercise, in carrying out
ed States 3 the functions so transferred, any authority or part thereof
i which 4 available by law, including appropriation Acts, to the of-
Ul act for 5 ficial or agency from which such function was transferred.
uring the 6 (b) The Administrator may from time to time promul-
¥ Admin- 7 -gate such rules and regulations as may be necessary to
event of 8 ‘carry out any function conferred upon the Administrator by :
9 this Act and may delegate authority to perform any such
lent shall | 10 functions, including, if such delegation so specifies, the au-
ce  which 11 thority successively to redelegate to subordinates. - -
ited States 12 (¢) The Administrator is authorized to establish, alter,
of the. de- v 13 consolidate, or discontinue such organizational units or com-
teral and . 14 ponents within the -Administration as he may deem to be
ittee " shall - 15 necessary or appropriat'e.\'Such authority shall not extend to
esentatives 16 the abolition of 6rganizat10nal units or components estab-
rce, Agri- 17 lished by this Act, or to the transfer of functions vested by
President, 18 this Act in any organizational unit or component. |
the Presi- 19 ~ (d) There arc hereby trziﬁsfermd to the Administra-
o0 tor, except as ot’hérwise provided n this Act, the offices,
© Constmed 91 entities, functions, property; records, uéS(;ts', and liabilities
Secretary of 92 held by the Agency for Internationat Development or the
93 Administrator thereof innnediately prior to the effective
(2) To the o4 date of this \et.
my function ; 235 (e) (1) Subject to the provisions of this section. the

Approved For Releas ; -RDP92-00455R000300040013-5




Approved For Release 2002/08/28 : CIA-RDP92-00455R000300040013-5

108
1 President, for a period of four years after the date of enact-
9 ment of this Act, may transfer to the Administration any
3 function (including powers, duties, activities, facilities, and
4 parts of functions) of any other department or agency of the
5 United States, or of any oflicer or organizational entity
¢ thereof, which 1elate pumauly to the functions, powefs, and
7 duties of the Adnnmstxatlon as ple:cnbed by this Act. In
S connechon with any such tr an\fel the President may, under
9 this section or under other applicable authority, provide for
10 -appropriate transfers of rec'ords,‘ pi‘orpert-y, personnel, and
11 funds.
12 (2) Whenever any such transfer is made before Jan-
13 wuwary 1, 1979, tile I’resident“. shall transmit to the Speaker
14 of the IIouse of Representatives and the President pro tem-
15 pore of the Senate a full and complete 1epmt concerning
16 the nature and effect of such transfer.
17 (3) After December 31, 1978; no transfers shall bhe
18 made under this section until—

(A) a full and complete report concerning the

19

2 nature and effect of such proposed transfer has beew
21 transmitted by the President to the Congress, and

99 (B) the first period of sixty calendar days of
93 regular session of the Cougress following the date of
24 . . . receipt of such report by the Congress has expired with-
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wet- s ; 1 Tation stating that the Congress does not favor such
any : 9 transfer.

and 3 (1) :\:«:)};\.\;iﬁ(])_fi’;1}1(1hng_ any other provision of law, an
tihe + employee of the Agency for International Development,
ntity 5 who is participating in the Foreign Service retirement and
| and G fﬁsiyﬂ{i‘ﬁf‘:}”r_V:j)}stgz}}_upde_y title VIIT of the Foreign Service Act
t. In 7 of 1946, and who is otherwise eligible for retirement under
der 8 fhat system, electing to retie at any fime dwring the first
e for g fiscal year beginning after the date of enactment of this Act,

and 10 shall_ﬂlzgve his annuity computed on the basis of hlshlg};est '

11 year oif basxcsalaly rather than the highest three consecutive

Jan- 12 years. -
caker 13 SEC. 704, OPERATING Exﬁnxsns.—— (a) Funds shall be

i authorized to he appropriated hy the Congress on an annual

15 basis—

16 (1) for necessary operating expenses of the Admin-
17 istration ; and ) .
18 (2) for increases iln .s;ﬂary, .pay; retirement, and
19 other employee henefits authorizediby-la‘w, and {or other
20 nondiseretionary costs of such Adwministration. )
91 (h) Amounts appropriated under this section are au-
< of 99 thorized rd remain available until expended.
e of 93 Trrre IT—Prrsoxyer,
withe 94 SEe. 721 IDPLOYMENT 01 PERSONNEDL 1N THE
- reso- o5 if_\'l’l']fl) Startes—(a) The Administrator is anthorized to
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'ROUTING AND RECORD SHEET

SUBJECT: (Obﬁonol)

STATINTL

FROM:

ACTting Director of Personnel

EXTENSION

NO.

DATE 7 MAR 1978

TO: (Officer designation, room number, and DATE
building) :

RECEIVED FORWARDED

OFFICER'S
INITIALS

COMMENTS (Number each comment to show from whom
to whom. Draw a line acrass column after each comment.)

Assistant for Information,
DDA

STATINTL

3.

Bruce,
Restricting otrselves to
paragraph 3 of Yvomne's letter:
You will/see from the
attached lettef dated 11 November
1977 that the Agency took a strong
position in support of the effort
at that time to get the "high one"
basis for computing annuities.
I believe you can use our position
at that time to express our support
to be included in the current AID

leffort to achieve this "high one"
jconcept.

Since the AID bill would
limit the proposal only to those
participating in the Foreign

4Service Retirement Act, I don't
‘|see how we can broaden the concept

to include all Agency employees,

'because to do so would require an

amendment to the Civil Service

~ |Retirement Act. Consequently, OLC

10.

11.

13.

T4,

A ed-ForRetease2002/66/28—-CHA-RBP

lo) USE PREVIOUS M= - .
e 610 VRMSR™ ] SECRET  [] COMFIDENTIAL

should indicate to OMB our fullest

" |support for the AID legislative

attempt and that OMB consider
expanding that attempt to include
the CIA Retirement and Disability
System. In addition, OLC might
test OMB to see if the Agency
could be treated as a single unit.
for this purpose based on our
belief that all Agency employees
encounter similar characteristics
of employment; i.e., security
restraints, anonymity, etc.

I doubt that such a view would
prevail, but at the very least

I would want CIARDS participants

covered. STATINTL

el ] UNCLASSIFIED
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Washington.D.C. 20505

11 NOV 1977

Honorable James T. McIntyre

‘Acting Director, Office of Management
- and Budget

Executive Office of the President
Washington, D. C. 20503

Dear Mr. McIntyre:

At the conclusion of the meeting with you on 8 November 1977,
you asked for comments on the proposal to provide an annuity computed
on the basis of ''final salary" or 'high-one salary’' for certain
employees whose pay has been statutorily limited.

In submitting our comments, let me first say that we fully
support the reasons set forth by Mr. Campbell in his letter of
22 September 1977 to Mr. Lance, which was distributed prior to
our meeting with you.

With specific reference to the impact of the proposal on this
Agency, there is little question that a number of our supergrade
employees are remaining on duty for the purpose of improving their
ultimate retirement annuity. Many of these employees could retire
immediately, although we doubt that all would. To the extent that
some should retire soon, the Agency's ability to promote mid- and
high-level managers to positions of higher responsibility would be
greatly enhanced. For some time our Director has expressed deep
concern about the Agency's rate of promotions, which overall has
fallen, and he is striving earnestly to ensure that deserving
employees have the opportunity for advancement into these higher
level positions. This is obviously made more difficult because of
the understandable desire of supergrade employees to remain on duty
in order to improve their retirement annuity.

The proposal would also restore to the Agency's top managers
a degree of phased retirements of senior-level officers which would
permit timely development and implementation of succession planning,
development and advancement. Moreover, we believe that the proposal

Approved For Release 2002/08/28 : CIA-RDP92-00455R000300040013-5
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would dilute the serious impact of a mass exodus of senior-level
employees which might take place in February 1980 when the maximum
annuity benefit of current salary levels has been achieved.

We have also a more immediate reason for supporting the
proposal. As you know, our Director has ordered a reduction in
the size of the Agency's Directorate of Operations. Affected are
some supergrade-level employees who, for reasons beyond their
control, will suffer interrupted employment. This will also deny
them the opportunity to build their '"high three'" and their retirement
annuities. The proposed legislation would serve to minimize greatly
the hardship of these employees.

We recognize that there are some adverse implications to the
proposal: On cost and for the reasons stated during your meeting,
we would support either the one-time or two-time opportunity rather
than open-ended legislation in view of the dramatic dollar savings
that a limited opportunity achieves. Further, we acknowledge that
* the proposal might be viewed by the public, not clese to the Washington
area where the situation of supergrade employees is more fully under-
stood, as preferential treatment, and that even though offered on a
limited basis, a precedent will be established which could create-
pressures for similar action in future years.

We have considered seriously the risks and disadvantages of

the proposal. When measured against the advantages -- in terms of

- our fundamental and significant managerial concerns -- our view is
to support the proposal.

We urge, therefore, that favorable consideration be given.
If, of course, some other means can be devised to achieve the same
end; i.e., that of encouraging these employees to accelerate retire-
ment, we would be pleased to comment on such proposals. We regret
that we have no alternatives to submit.

Sincerely,

/s/John F. Blake

John F. Blake
Acting Deputy Director
STATINTL
Dist:
0 - Add
1 - A/DDCI
1-ER Originator: : :
1 - A/DDA - Acting Director of Personnel
1 - Comptroller R
1 - D/Pers Subject File L1REY

1 - DD/Pers/P&C
STATINTLY _ p/pers Chrono (w/held)
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Honorable James T. McIntyre | . |
Acting Director Office of Management : ~ QU\/)
and Budget ' h&b

Executive Office of the President
Washington, D. C. 20503 | . ‘

Deaf Mr. McIntyre:

This is in regard to our recent discussions relative to considera-
tion of various legislative proposals directed at the elimination of
anticipated problems brought about by the disincentives for retirement
by large numbers Qf those Federal employees whose rate of pay was.
established at the maximum by the February 1977 increase in Congressional,
Judicial, and Executive schedules. Many employees in.these categories
can now be expected to defer retirement until they maximize their high
three average salary--which will not be fully realized until February
1980. |

The adverse impact of the status quo brought about by the anticipated
severe redﬁction in the normal patterns of retirements of senior level
employees on the timely e_xperiéntal development and advancement of the
qualified Successor-grouwp, including the developmental opportunities
for women and minorities in management positions is clearly evident.

There are equally adverse effects in those agencies faced with reduction-
in-force actions.

Both affirmative and negative ramifications are inherent in each

of the possible courses of action explored and discussed.
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The esgentiatlyt adverse impact of maintaining the status quo
situation prescribes that some form of legislative relief be sought
with the recognition that negative effects will accrue in any of the
options that appear to be realistically available at this point.

" Of the various proposals discussed we support a basic legislative
proposal along the lines of that submitted by the Chaimman of the Civilt
Service Commiésion but modified in the face of the cost estimates.
presented, to limit appiication for the period February 1977 through
February 1978 and to include only those employees whose pay rate in
February 1977 was fixed at the maximm of $47,500. The advantages of
this legislative proposal are:

a. It will restore a degree of phased retirements
of senior level officers, and permit timely
implementation of planned successor-group
development and advancement.

b. It will preclude the anticipated 'bunched" retire
ments of a large number of senior level employees
in February 1980.

c. It will permit the realization of affirmative
action planning for the career development and
advancement of women and minority employment.

d. It will strengthen the Agency's capacity to attract
and retain highly qualified and competent mid and
and lower level employees essential to fulfilling

the Agency's missions.
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Negative aspects of the proposal:

a.

Computation of annuities on the basis of the high
single year vis a vis the three year average pay
will increase the cost to the retirement fund.
Institution of this authority for a selected group

of employees can be expected to be perceived by

the public as well as other employed groups as

preferential treatment.

Institution of this authority for a selected group
will establish a precedent which might be argued
as applicable for any other group with or without
comparable justification.

Would result in the loss of services; ih the same
thﬁef%ane,«af large numbers of the most senior
and experienced managers within an agency.

Sincerely,

John F. Blake
Acting Deputy Director
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.THE IMPACT OF HIGH-ONE

This is the response to a query by DD/Pers concerning the possible
impact of '"High-One' on the Agency. Recently proposed legislation
would base annuity computatlons on the high single year in the case of
those employees on the executive schedule and those others whose pay
is limited to a specific level of the executive schedule. In practice,
this would be available to all employees whose pay has been frozen to
the EP-5 level. Specifically, it would apply to all retiring employees
of grade 15, step 7 and higher, as of dates immediately precedlng
1 March 1977, the date of the last pay increase for executive schedules.
It would not cover retroactively employees already retired.

To apprehend how this might affect the Agency, it is useful to
survey the pattern of retirements in recent years. During FY 1976,
there were 97 separations, almost all retirements, of personnel GS 15-18.
During FY 1977, the separations in this grade range dropped to 61. . It
is a plausible assumption that the decline of 36 represented senior
employees who wished te build up their annuity by serving a year or mere
at the new significantly higher salary for senior grades. Some of these
might be ready to retire after an additional year without the '"High-One''.

25X9 Most would take advantage of the High-One" 1f offered.

25X1
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| A BILL

».
To lessaa tha effect of statutury jpay linitations on the f
retiresant of certain executive amployces. Z“:

1 32 it enxcted Ly the Senate and Hlouse of Rasraseatatives o‘f the
2 \;?alt;ad States of .’mtica in Coasress assembled, that sectium 5336
3 ot title 5, Taited Sta:ca Coda, 13 asended by adding tie following
: _ new mbseczicns ' | | : 5 » ' u
s - ; "(h) an exployee who is sepnu:ed with ticle to an ammity i
6 : s‘r.an ba emtitled to aa anauity co:zpn:ed :mde: aec:io-x 3339(n) ;
7 ) -_—Lct thls :ulc ¢ x jot aha- A . _ | _ ;;
8:/.;\' (1) m paid (A) a: a tate of pay subjéc; to adjustmen: g‘&
9 » - ,undar cec:‘on 223 of t‘:m E‘edeul Balnty Act. of 1967. A , ;
‘10 . ?ubl!.c l.sw 00-206 (" U.S C. 351 et. :eq.). or (3) at a % )
1 ' © rate eqtul to 3 rate eubjecc to adijustzeat under such @
12 o section 225, §r c) nr; a ratxa"_:ffected by the limitatica é
13 on rates of pay that may ba paid under sections 5308 ox %
14 | o 5353 of this tltle,. or ogaer sixﬁlar statute, 'lis:s:scdiately "3
-15 | prx.ot to the e{!ect!éo date of a pay focrasse authorized %
16° nder sueh section 225 or under Title II of Public Law %
17 94-82 (39 atat, 419), | | g
19 _ ) was separated aftor the affectiva date of tha laac ,‘%
25 ) precading Ay inr.rease an:horized under such a:atutas. g
21 " Scc-:. e aeczioa 0339 of title 5. Unitad States Coda, 18 - -~ %
Approved For Release 2002/08/28 : CIA_-RDP92-OQ455R000300040013:5 ’
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19
20
2

22
23

24

25
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amended -

(1) by ;asarti:u; in subsection (£), imuedlately after
"subsections (a)=(e), the following: = "and (n}";
(2) by striking out of subsection (h) "subsections (a),
(b), and (£)" and inserting in lieu theréof the following:
":'sﬁb'sectionis; (a), (), (£) and (o)".
" | 1(3) by :l.imarting in.subsec:ion- (1), immediately after
"subsecuona (a)-(h)", the folloviug: Mand (a)"; '
(4) by inaertins tn subsections () ad (®Q),

Medutely aftar subsectiona (a)-(i)“ each H.me 1t appears,

the followingt and (n)"
(5) by inserting 1n enbsection (1), imediately after

aubsectiona (a) =-(k)," the !olloving: . and (n)"° T

- - - (6) by inserting in subaection (m), ﬁmediately aftet

subsections (a)- (e)", the following: ~"and ()" and
(7) by adding at the end thereof the following new
subsectlont - _ : o |
"(n) ‘.l‘hé annulity of an employee tetriring under section 8336(h)
of this ticla 18 computed under subsection (a) of thi,s section
. axcept that for purposes of computation average pay shall

N

mean the greater of = o
. LA

(1) :he final sahry of the e:nployee hmadiately prior
to separation, or : |
. (2) the high~3 averng&pay as defined in section 8331(4%)

_v-;_'o.f this title. ’
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1 | Sec. 3. (a) Section 8341 of title 5, United States Coda, is

25 amended -~
3 (1) by inserting in subsection (b)(1l), imsadiately after
4

"gection 8339(a)-(1)", the followings "and (n)"; and

- €2) by sttiking out of subsection (d) "section 8339(a)-(f)

o and (1)" and inserting in lieu thereof che folloving:

and apply to employees :etiring on or after :he dat.e of enactmen:

) of this An: and includes thosa who were receiving pay at thn maxie
7 N 13 H m limited rate imediately priot co E.arch 1, 197'7, tho effec:ive

i 14 - date of the last 9receding pay mcrease authorized undcr section

15 225 of tbe Federal Salary Act of 1967. Lo e e e

L . . s e P - . . IRy -

L b - . .
. . - % A
> o o .
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A _Saction 1 providas that"thu dxaf.: bill vcmld apply to a}l X?ederal
.. eaployees under the Exacutive Schedule or paid at Ezecutive Sehadula ', o
.- ratas under othar laws. Executive Schedule employses ara paid at a -
. single fized rats, subjact to adjustzant at 4~year intervals under - -
7 section 225 of the Pedaral §alaty Act of 1967, Public Law 90=-208 @ 7
'+ {2 UsSeCe 351 ate 8eq.) OF £o ‘adjustnant undar Titla IX of Public Law -~
' 94-32,. The draft bill wo_uld also apply to Fadaral ezployeses undar ..
.!’u:atu:ory pa;r-ystm" ‘_aa d-fincd in nc:ioa 5301(:) of title 5,

4 :-pay hu:zma authotizad
t ; Y g‘rui»ue ‘Law 94-82,'and Ui
“(2) his or har' .gpuation ccéurs after the cffective daré of the Yast oo
. precading pay Increase authorized wnder such statutes, ' Section 225 ..
“'of the Fedaral Salaxy Act of 1967 authorizes inereases svexy 4 years . . °
... in swounts recommandad by the President imless the Prealdent takes no - - -
. actlon, or unlass either Ecuse of Congress votu against the P:aident's -

PR Pnblic Lma 94—82 mhorizu a,coxroaponding xaase in ratea of pay L
"’ " _subjact to adjustment undex such section 225 whenever rates of pay -
J© o+ undax statutoxy pay systems Ara Increased undexr’ the provisions of ,
. T.w. section 5305 of title 5, United Statas Code (?cdual Pay Conparahnuy).
- . However, Congress has excluded themselves and all employess whose rates
- of pay are subject to adjustment uuder saction 225 from tha provisions

of Public Law. 94-32 for the Oectober 1977 inerease only, and conld cor= o

; c.ivably pasl such mlusionn for iututn years.

Thus, a1 enploym tnder the Exscutive Schedule vho becose eli,ibls T

for an L:xmediate annuity would undar ordinary circumstmces have an
opportunity each ysar undexr P.L. 94-82 and each 4 yaaxs under sectien
225 to increasa their sonuity suvdstantially. Ths sasa oppostunitcy
would apply to thoss superzrade or othex en;layeez m now or In tha
future attain tha nnir.a& salary rate. ) o . :

F o —— .
L .,' - : PR R A.....'» I - -~
t.oo- [TV 3. CLAtms ST
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Saection 2 of ths draft bill contalns tachnical amendnents of genaral
applicability to section 8339 of title 5, United Stactas coda and also
tha computation formula, in new subsaction (=), for eaployees ratixing
undar the dzrafe bill, Subsaction (n) provides that tha annuity of an
ezployse retiring under section 3336(h) (a8 added by tue draft bi1l]
shall be computed undar the Senaral formula except that for purposss

of computation Mavsrage pay™ shall mean the final salary or the highe

-7 3 avaraga pay = whichaver is greata¥, .Tha high-3 averags P&y could

;. : posaidly be greatax for a suparzrade employee who had praviously -

- - sexvad in a position under tha Exscutive Schedula and it 1s 20t the .

. . intent of the drafe bill to deny a benefit te which the suployes would

- othervisa be emtltled, . i aii s . B il pdnEE o e

pay ar the paximm linfred -

by - Ears " to’ the effective dats (Mare i1, 19775 of tha last pay 1=
crease muthorized under section 225, Hay ¥ ezploYess in grades 15,
7 mwzﬁ"m"ilﬁ;ﬁﬁﬁ?,557*55‘:%,,?‘#? ving pay at’tha freeen !
A ) _bava another opportinity waless thers is
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September 22, 1977

Honorable Bert Lance

Director, Office of ifanagement and Budget
rxecutive Office of the President
Washington, D. C. 20303

Attention: Assistant Director for
' Loegislative Beferencc

o

Dear ifr. Lance!

This is in reply to your requast for the Commilssion’s views on. the
Departnent of Defense draft bill, "To pexmit Clvil Soxvice asployecs
in the grades of 0S~15, GS+15, GS=17, G5-18, or level V of the fzeccu~
tive Service whose rate of basic pay was limited by Section 53038 of
title 5, United States Code, to the xate of level V of the Exccutive
Schedule during the twowyear period prior to Septenber 1, 197G, te
compute their retirement snauity on the basis ¢« the highest rate
earned in 1577, rathexr than on the basis of averagleg the rate of
basic pay earned over any 3 consecutive years of creditabla sarvice.™

The effect of the proposal would be to superseda 5 U.5.C. 8331(4) to
allow affected eligible amployces retiring opticnally before January 1,
1979 or izvoluntarily befora izrch 1, 1580, to have their retizrecent
ennuitics computad on the bavis of the single hishest rate of basde pay
achieved during caleadar year 1277, rather than on the basis of the
normzl high thrae ysoar average rate. Optional retirement undex guch
proviaicn would have to be requestod by an employee batween liovember 1,
- 1977 and January 31, 1978. : :

The druft bill is in vesponsa to the March 1977 increase in Congres—
sional, Judicilal, and Executive salaries, rates of compensation which
had been effectively frozea for the previous elght years, Hue Lo the
inposed ceiling, the Harch 1377 pay adjustment clearly does represent
a foroidable disincentive for affected enployees to ratire at the
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present time. We concur with the reasoning behind the draft bill; that
those eligible emnployees who would legitinately prefer to retire, night
be inclined to remain on the job sinply for the purpose of* naxlmizing
thelr high three year average salary for annuity purposes. In addition,
we are aware of the impending reduction-in-force which the Department of
Defense will be facing early in 1978. The combination of thesa factors
will tend to impact severely, on the recent ¢ains which have been ex-—
perienced in the area of equal employnment opportunity. As the Commiseilon
is Interestad in, and committed to, encouraging the carear developnuent of
women and minorities in management positions, we would favor some appro=
priate neans of removing the aforementionad disincentive for retirement.

In this light, we have prepared a substitute proposal which 13 attached
to this letter. e believe that our substitute achieves the desired end
in a more efficlent manner than the Dzfense proposal. Lssentially, our
proposal would provide an annulty computed on the basis of f£inal salary
to any civil service employee whose rate of basic pay was limited by
section 5308 or 5363, of title 5, United States-Code, or other applicable
statutory authority, prior to a pay iIncrease and who retires at any time
subsequent to the effective date of that pay increase. We consider this
alternative attractive for several reasonss. : )

1. It xemoves the disincentive to retire at any given time,
rather than just during a short period following the last
1lifting of the statutory limitations on pay. The nethod
of increasing executive pay, at irresular intervals and
by substantial increments, causes a special problem for
these employeas with regard to the nigh three year average
salary provision of the retirement law, There I8 a com
pelling reason for them not to retire immadiately after a

" pay Increase, which the great majority of employees, vhose
pay 1s Increased regularly mmd moxe gradually, do not share.

- 2+ 1t mitigates against the adverse effects of a reduction=
in~force on EIO advances. DBy allowing senior executives
to retire lmmedlately on annuitles computed on the basis
of the maximm forseeable benefit, considerably fewer re~

- ductions would have to be sustained by the wore junior
managexrs, who are, in many cases, wonen and nirorities.

3, It provides for continued cffective agency operation.
By eaccouraging imminent retirements, it serves to pro=-
"tect those mid and lower level managers who are important
to the agency’s future, and who might otherwise be lost in
a raduction~in-force situation.

~
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4., It tends to make pay a neutral factor for an employee
considering retirecsent. .

Wa recognize that enactment of lesislation dlonb the 1ines suzeested

might precipitate the retirement of certain individuals whose services

are not readily replaceable, and who would otherwise continue on the

job. Howaver, balanced a2gainct the stated advantages of the proposal,

wa believe that the risk involved is an acceptable one.

In our judgment, our substitute proposal is preferable to the original
Departrient of Defense draft bill. #hile the goals are basically the same
in each case, we believe our substitute offers a mora efficient and egquit-
able means of attaining them., Accordinzly, we urge that our substitute
bill be supported in lieu of the Defanse bill. A complete legislative
packaje for submission of our proposal to the Congress has been preparcd.

At the end of 1976 there were about 21,000 Federal euployees who were

affected by the pay freeze. Of these, there arc.approximately 4,100 who

would be eligible to retire voluntarily at final salaxy. We have no way

of knowing hLow rmany of those elijible to retire under thils preposal would

do so, but certainly 2ll would not. Added retircment costs would result

for those who would choose to retire earlier than they would have in ab-

sense of the propesal, but we do not belisve that the total cest would be’

substantial, V2 are obtainiug data on retidrement patterns so that the

costs of the various proposals can be fully analyzed. Ve expect to have

cost figures by September 30. : -

Attachied are coples of identical letters with which the Commissilon prooosca

to submit to the Speaker of the louse and tihe President of the Senate th

referenced substitute draft lezislation. We shall apprecilate your irforﬂir‘
- us whether there is any objection to submisuion of the draft leglulanian as
. proposed. 3 o : et

--‘ﬁyﬁdircctibn of the Ccmmiﬁsion:
W | : Sincerely youts, _ e ..f
/9/,44&/ /f Cf‘ /4?x7’

Alan K, Cawpbell
Chairman

Enclosura

RD:RET:GWood:djl 9/19/77 .-

Approved For Release 2002/08/28 : CIA-RDP92-00455R0003000400;I3-5




s ‘Approved F‘Iease 2002/08/28 : CIA-RDP92-00‘00300040013-5

Honorable Thomas P, O'Neill o S

Speaker of the House of Representativas

Dear Mres Speaker:

I subzit for the consideration of Congress, and recomaend favorzbla
action on, the attached draft bill to lessen the_effect of statutory
pay limitations on tlie retircment of certain executlve cuployees

under the provisions of the Civil Serxvice Retiremeut law.

Under current law, civil seirvice retireuent zmnuities are computed on T f

the basis of a high three year avarape salary and. lengith of service.
For the great majority of employaes, whose pay is Increased by gradual
amounts at regular intervals, the average salary component in the compu-=
tation i3 not a critical element in the tining of retirement. Ilowever,
for executivaes whose pay is lirited statutorily, guite the opposite is
trua. Thelr pay is adjusted irrepularly and by substantial amounts,.
Consequently, for them, the timing of retiremsnt is intimately related
to the average salary factor, dua to its fluctuant nature. The normal
operation of the retirenent law produces a formidable disincentive for
these employees to retire within three years of a pay adjustment. This
situation which restricts the flexibilicy of the agency as well as the
eaployee, and which 13 currently belng experienced, takes on an added
dinension when an agency becones subjiect to 2 reduction—in~force. 1In

‘guch a case the retlrement law acts to thwart tie prefercuces of asency
‘managenent by encouraging the wost senior executilves, who might other-

wise be willing to retire, to remain on the job simply foxr the purpose
of maximizing their average salary for annuity purposes, while those
with lower retention rights, wlho are being counted on to play important
roles ia the ageney's future, must be released. Often, this latter group
contains many wonen and minorities who have receatly benefited from equal
enployrent opportunity programs.

Ia 1izht of the above, we balieve that the disincentive for senilor execcu=
tives to retire nust be elininated, and we hava desizned our proposal to
that purpose. Essentially, our proposal would alter the retdiresent law
to provide an annuity computed on the basis of final calary to amy civil
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service employee wvhose rate of basic pay was statutorily limitad prior to
a pay increase, and who retires at any time subsequent to tha effective
date of that pay increzse, We believe that our proposal represents an
effective and equitable solution to this probleun,

VWla recognize that enactment of legislation along the lines suggestad
might precipitate the retirement of certain individuals whose services
are not readily replaceable, and who would otherwise continue on the job.
However, balanced zgainst the advantages provided by the proposal, we
beliecve that the risk involved is an acceptable one.

At the end of 1976 there were about 21,000 Federal employees who wera
affected by the pay freeze. Of these, there are approxizately 4,100
wvho would be eligible to retire voluntarily at final salary. We have
‘no way of kumowing liow many of those eligible to retire would do so, but
certainly all of those eligible to ratire would not. Added retirement
- costs would result for those who would choose to retire ecarlier thaa
they would have in absence of the proposal, but we do not believe that
the total costs would be substantial. Ve are obtaining data on retire-
nent patterns so that the costs of this proposal can be fully developed
and subnitted at a later date.

Wa urge that prompt attention be given to this proposal because of the -
exitical nature of the aforementioned problem for agenciles, such as the
Department of Defense, for which major reductions-in-force are imainent.
In addition, enactzent of this proposal would facilitate the elforts of
other agencles who are planninb to cut bac& or reor*anize in the near
future. L

Tﬁe'Office of Hanavement.ahd‘Budvat advises that from the atandpbint'of
. the Adainistration's program, there is no objection to tna subnission of

V .,A eimilar 1etter is being sent to the Presidunt of the Sanate.

(By direction of tha Commission:

:xusinééielyA§Our§; :?Q;'

Alan X. Campbell
»Chnirman

Attachnmont _
: , v /‘7‘?
RD:RET:GWood :mkb&mda  9/19/77 q/z‘&
. ]
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